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Washington State Liquor Control

Behind Kr~mer’s words and questionable figures iS the wine lobbyOa 0bJeetgve to
¯ control fo0 p,~rcen~ of the ~ne.Nr~. ~e ~yof[ vould be.~a r~enue lass of mores
than $2.3 ~illl~ a ,?~, of ~.tch ~1~3 million, a 7ear ~ld ~ transferred
~,e.pubI/� .tret~rtem ~ ~e p~ketb~, of ~he ~ole~lers and Briers’. "

if the m~e to ~ake the’.ecate ~t o~ the wine ~e~nesa 18 successfuL, the �onsult
~1~ ~y hisher prLces for ~ne. He ~ll ~oJe revenue 8n~ pay hTsher"
mke up ~or the lose o~ that revenue.

ccm~.~zw saoppma ~R ~s*~

Score Supermarket

1Pifth’Alamden Caberfie~ Sauv/gnon
1/2 ~alio~ Almaden .G~qnl~he Kose 3.40
I Fifth Christian Brothers ~habl/s 1.80
I FifthChr/stlan+Brdtheri"gub~Por~ [.75
.1 Fifth Galls Palamno |.05
1/2 Gallon Cello Thunderbird +2.50
1 Fifth Italian Swiss Colony Bur~dy
1/2 ~llon ltaltan S~t,

Rhinelkeller : 2.25
l Fifth PIu~ ~i~ ~y Beau 2.55

$3.19

~ Northern
Portland California

Supermarket Supermarket

+3.25 $2.89
3.95 3,98
2.15 2.15
2.09 2.tO

2,85. 2.45
1.59 1,39

2.59 2.29
3.20 3.00
2.~5 " 2.09

Prices in Weshinston and C~lifornia are subject to ~ene~al ~ta/l f~les Tax at checko~�
counter.

~’tgSourees! ~aah/ng¢ou State Liquor Control Board Records, January 1, 1975
Northwest Her~h~ndisin~ Service, BeLlevue, ~ash/ng~0n, ~ece~ber 31, 1974
Northwest Merchandising Se~lcej Por~llnd~ ~e8~j Jaunty 7t 1975
B~Merch~diser of Northern ~llfOrnia, San Frl~tsco~I/fo~ta,

Jan~ry 1, 1975                                                   *

PLAINTIFF’S
EXHIBIT

CASE
~o. CV04-0360~

EXHIBIT 051NO.
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Hrs; 30 ~arceeu -2- ~ February 27+ 1975 "..

The vholes~Ier 88 ~he mtddleemn, end hi8 pricing methods are ~ ~Jor �~u~e8
differences be~n s~e~rket 8~ ~/~or store w~e p~ces. In 1973, ~be S~rd
st~dardLzed its.vlne ~rkupw vith t~t of di.st~lled splits at 4~.9 percent or
~rsln~ o~ 31-percent. -~o~ver, ~he �~parts~ of ~he pr~�1~.,~e~h~, a~tsched,
us~ In the private s~or before sad after the vine ~ax 1~ ~n~ /a~o effect, sh~8
�~rZy

e. WholesaLers pocketed, tax savings generated by the tax revision Lay, rather
thsa passim8 thee alonK to the retaller or the c~s~er.By c~rast, ~he Board
~lsed ~lon8 ~he tax savings to the c~s~er. " +

b. - ~holesslers utLIised-the new 75 cents-per-gall~ tlX +!i p~rt of their
Cost and put their markup on both the �ost of ~he vine ~d the state~sz. ~i8

~he B~d’s pr~cin~ me~b~ ~ssed the stale L~x Lhr~ to the
~[Lh~ La~nS In7 ,profit o~ i~..

c. Th~ pri~a~e gec~ c~Id Inf~a~e ~he price of ~ine t0 ~a~evor:the

vLIL bear ~ i~ did not have ~o �~pe~e ~Ch l~r prices In 8~s 11quor stores

¯ ~u ~st~y of ~e’v/ne [~by speaks fOr itself. ~e Caltfo~la Wine B[I~ "i~ L969 .
beneficed the vine ~otesalers, ~por~ers and retailer! ~ L~ e~ense ot
fru/~ gr~ers, ~neriee and* distillers. The ~/ne t~x bill ot 1973 be~£t~ed~the
vine wholesater to the ~une of ¯ ~,~7 million ulndfa[1 pro,f./t, ~e 8~aCe lost
utltton in reven~e for one yesr.

Zn ~he £1nal analysts, the "free enterprise system" advocated by the vine lobby in
a mokescreen for another rip off: The consumer~ill pay more. The irate Vl~i ~ose
revenue. The taxpayer ~riI1 make up tht Loll ~n revenue. And we the people rill be
o~e step nearer ~o losing state control of liquor.

CGA: cm

Sincerely,

~Ktrkup end m~rgin are often �onfused. Both ere methods of couputtn$ gross proflt:

Markup ts a percentage.of d~ltvered cost. EX~iPLE: Delivered c~8t in $50. ’A
markup of 50 percent on the delivered cost produces a gross pr~flt of $25~ -This added
to the cost makes the selling price

Margin ts ¯ percentage of sellin~ vriee. EXAHPLK: Delivered cost is $50’
Selllu8 price is $75. The $25 d/~£erence iS gross pro£it or marg/n. The~margln

$2S IS 33’1/3 percent of the selIte8 price.

In the attached examples the Board’s markup of 45.9 percent /s!m~rgin of 31
percent.
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]~OARD - PRIVATE SECTOR PRICIIlG HETI~ODS

BEFORE1973 WINE TAX BILL ENACTED

Price FOB Ninety
Freight

Landed cost
Board/~oleealer markup (a~.rsin)

Sales tax

Example 1
ISC-Plak Chablie-~

Liquor Store Super~arke~.

Example 2
~.allo-Thunderblrd-~lSth

Liquor ~tor~ Supermarket

S̄ale price to Retailer
Retailer’s Markup (margin)

1.158 1.379
.528 .319

Shelf Price to consumer
Retail Sales Tax - King County

2.14

Consumer’s. total cost
Savings to consumer

2.25 2.85

2.25 3.00
.7~

.56~ .594

.310 .154

I.I0 1.25
.0.___~

1.10 1.32
.22

BOARD - PRIVATE SECTOR PRICING METHODS

TAX BILL    July l, 1973

Price FOB W£nery
Freight

Example t
ISC-Plnk Chablts-~Gal

Liquor Store Supermarket

1.042 1.213

Example 2
Gallq-Thunderbtrd-l/Sth

Liquor Store Supersark~.

¯~ 13 .
.o~. o .o5___~o

Landed cost
Board .markup (margin)
~5� gallon tax on purchase

Landed ~oet plus tax
*t~holesaler ~arkup (m~rsin)

I. 158
¯ 567
.375

1.329

1,70~

.563 .570

.287
.150 . .150

.720
¯21___.!

Sale price to retailer
Retailer markup (~argin)

Shelf price to consumer 2.10
Retail Sales Tax-King County .l___L

2.85
.15

1.00          1.25
¯ ¯

Consuater’a total cost
Saving to consumer

2.21 3.00 1.05 1.32
.79 .27

*Wholesalers realized a w/udfa11 profit of $I.7 million in fiscal 1974 and annually
thereafter by including tax in their markup b~se. This arbitrarily inflated wine prices
to the retailer vho added his markup (margin) and ~te|ed the increase to the consua~.
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IMPACT OY 1959 MINE ]SILL:

WINE GALLONS SOLD IN STJ~TE

Yea___~r

1968
1969
1970
1971
I972
1973
1974

Board ~holesalers

2,205,823
2.519,311
1.6~9,487. 25~ 5,010,241 75~
1,429,007 22~ 5,194.577 78~
1,379,462 19~ 5,783,78& 81Z
1,406~618 19Z 6,184,199 81~
1,707,162 21Z 6,~13,200 79Z ¯

3,910,894
4,338,622
.6.659.728
6.624.184
7.163.246
7.590,817
8,020,362

IMPACT OF 1969 WINE BZLL:

LICENSES AND STATE WIldE PRO~UCTIOH

Vineries llcensed as dletillers

Wi~e i~ortere

Nholesalere llcenaed

Vine retailers licenee.d

State Wine production (G~lloum)

Pre-Ntne
1968

9

6

0

~20

2,122

2,610.890

Poet-Wine Bill
1974

6

2

,,122

1~059,620
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